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The Minnesota Housing Report is compiled on the basis of monthly
housing reports furnished to the Minnesota Real Estate Research
Center at St. Cloud State University. Funding to permit
preparation of the Minnesota Housing Report is provided by the
&:lucational Foundation of the Minnesota Association of REAL'IURS
and St. Cloud State University.
The r~ports are supplied by fourteen cooperating local real
estate boards representing 71. 5 percent of Minnesota's
population. The boards represent various areas of the state and
thus provide a picture of housing diversity between regions as
well as housing trends within regions.
Infonna.tion presented for the state or a particular region is
based on actual listings of homes for sale, financings size and
sales of single family residential property. The figures
presented. are not adjusted for seasonal variation in real estate
housing activity •.

Range Region

STATEWIDE HOUSING ACTIVITY
Single Family Homes
The median price of all single family homes sold during the first quarter
of 1987 was $77,350. This represents an increase of 2.2% over the first
quarter 1986 median price. The median price in the first quarter was 5.1%
higher than in the fourth quarter of 1986.
Median prices for the first.quarter are reported by bedroom category in the •
table below.
1st Quarter
1987

1st Quarter
1986

1st Quarter
1985

o/oCha.nge
1985-87

2 or fewer
bedrooms

$63,773

$63,599

$58,792

up 8.5%

3 bedrooms

$78,310

$76,358

$72,144

up 8.5%

4 or more
bedrooms

$95,810

$96,172

$94,604

up 1.3%

All Homes

$77,350

$75,676

$72,336

up 6.9%

As was the case one year ago, smaller, lower priced homes showed the
greatest increase in value. One, two and three bedroom homes have
increased in price by 8.5% since 1985, while larger homes with four or more
bedrooms increased only 1.3% in price between 1985 and 1987. Smaller homes
have exhibited the greatest price volatility•in the recent strong market
for single family residences.
Total home sales statewide were 10,669 units in the first quarter of 1987.
This represents an increase of 16.2% over the 9181 units sold during the
first quarter of 1986, and an increase of 57.1% over the 6792 sales of the
same period in 1985. Continued low mortgage interest rates in the first
quarter, along with unseasonally warm weather throughout the state,
contributed to exceptionally strong first quarter residential sales.
It is expected, however, that due to significant increases in long term
mortgage interest rates during April and May, that home sales are likely to
decline during the second quartQr. Moderating the increase in "fixed"
interest rates, one year adjustable rate mortgages continue to be available
with interest rates below 8%.

•
Table -!
Quarterly Median Price:

$77,350

First Quarter 1987
Existi~ Home Sales
Price Class

$0 - $ 19,999
$ 20,000 - $ 29,999
$ 30,000 - $ 39,999
$ 40,000 - $ 49,999
$ 50,000 - $ 59,999
$ 60,000 - $ 69,999
$ 70,000 - $ 79,999
$ 80,000 - $ 89,999
$ 90,000 - $ 99,999
$100,000 - $119,999
$120,000 ·- $139,999
$140,000 - $159,999
$160,000 - $179,999
$180,000. - $199,999
$200,000 - $249,999
$250,000 and over
TarAI.S

*
**

Units Sold

1i4
118
235
560
1062·
1645
1914
1530
930
947
552
270
203
115
158
122
10,669*

Percent

1.2%

1.1%
2.2%
5.3%
10.1%
15. 7%
18.3%
14.6%
8.9%
9.0%
5.3%
2.6%
1.9%
1.1%
1.5%
1.2%
100.0%U

TAe tot.al includes 184 sales from Mankato, St. Cloud, and Alexandria
which were not reported by price class.
Price-class percentages are calculated only on the sales which were
reported by their respective price-class intervals.

STATEWIDE ASTIVITY
1st Quarter 1987
Median Price By Home Size(# of Bedrooms)
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Time on the Market
Median time on the market for homes sold in the first quarter of 1987 was
45.7 days. This is 6.9 days less than the median time to sale of 52.6 days
during the first quarter of 1986, and a drop of 25 days from the same
period in 1985.
There is considerable variation in the length of time required. to sell a
home in the various regions of Minnesota. Time on the market by region for
the first quarter of 1987 is reported. and compared. to prior years in the
table below.
Time on the Market
First Quarter Sales
Region
Range
Lakes
Twin Cities &
Suburban
Southeastern
Central
Minnesota

1987
dayg

1986
dayg

1985
days

% Change

136.2
126.0

150.6
124.5

127.6
124.0

+ 6. 7%
+ 1.6%

44.8
83.1
135.0
45.7

47.8
55.6
134.1
52.6

67.9
84.0
119.0
70.7

- 34.0%
1.1%
+ 13.4%
- 35.4%

1985-87.

-

Properties are selling in a shorter time in the Twin Cities/Suburban and
Southeastern Regions, while sales have been moving more slowly in the
Range, Lakes, and Central Regions. Many of the outstate properties that
are now starting to sell have been listed for a long time. As interest
rates have fallen, buyers can now afford properties where the seller may
have been reluctant to lower the asking price. This activity may actually
lengthen the time on the market statistic in some regions during a strong
housing market.
The following presents the distribution of marketing times for the first
quar~rs of 1985-87.
Time on Market
1-30
31-60
61-90
91-120
over 120

days
days
days
days
days

1st Quarter
1987

1st Quarter
1986

1st Quarter
1985

36.5%
15.5%
10.1%
9.0%
28.9%

36.5%
18.7%
10.9%
8.6%
25.3%

28.4%
18.0%
11.4%
10.8%
31.1%

Unsold Housing Inventory Index
The "llllSold housing inventory indexu measures the number of months it would
take for all currently listed residential property to be sold at the
average level of monthly sales occurring during the quarter.
Statewide, the first quarter housing inventory index is 6.6 months supply
of unsold homes. This is the lowest level of available property, relative
to demand, since record keeping began first quarter of 1985.
Strong first quarter sales reduced the supply of unsold homes index 20.5%
s'ince the end of 1986. Compared to the first quarters of prior years; the
supply of unsold homes is down 17.5% from the first quarter of 1986, and
35.3% lower than the first quarter of 1985.
Respectively, the "unsold
housing inventory index" was 10.2, 8.0 and 6.6 months supply of unsold
homes for the first quarters of 1985, 1986 and 1987.
Since the end of 1986, listings are 23,643 homes, up 15.2% while sales
increased to 10,669 tmits, up 44.3%. These events combined to reduce the
housing inventory to its lowest level since the late 1970's.

Financing Characteristics
.

.

Weak housing markets are associated with high levels of contract-for-deeds,
asslDilptions, and cash purchases. Conversely, when the predominant forms of
financing are FHA, VA, and Conventional mortgages, the market for existing
single family homes is typically robust. Consistent with the sales results
of the first quarter, 74.3% of first quarter· sales were financed by use of
FHA, VA, or Conventional loans.
In the first quarter of 1986 these three types of mortgages represented
77.3% of the mortgage market, and in the same quarter of 1985 they
comprised 56.4% of financing. The following table compares the financing
of homes sold during the first quarters ~f 1985 through 1987.
Mortgage Market Share
% Change
1985-87

1st Quarter
1987

1st Quarter
1986

1st Quarter
1985

8.8%

6.5%

12.8%

- 31.3%

Conventional

19.9%

14.5%

20.7%

-

FHA

46.4%

51.3%

27.6%

+ 6801%

VA

8.0%

11.5%

Sol%

FMHA

0.0%

0.1%

0.1%

0.0%

MHFA

0.2%

0.2%

0.2%

0.0%

Assumptions

5.2%

6.6%

15.6%

- 66.7%

Cash

5.4%

4.8%

5.6%

-

Other/Unreported

5.9%

4.5%

9.4%

- 37.2%

Contracts for Deed

-

3.9%

0.1%

3.6%

Changes in residential financing since 1985 are primarily a result of lower
interest rates resulting in a stronger housing market. In such a market,
housing is more affordable, fixed rate mortgages at low interest rates are
readily available and low down payments associated with FHA insured
mortgages attract buyers who have previously deferred their housing
purchase.
The decline in the use cf mortgage asstDnptions (dn 66.7%) and increase in
FHA loans (up 68.1%) may be exrlained by these factors. At the risk of
forecasting, the recent increase in interest rates shouLd result in
increased use of short-tenn contracts for deed and adjustable rate
mortgages issued by conventional lenders. Interest rates are expected to
stabilize near current levels with decreases beginning to appear in late
1987 or early 1988.

Affordability Index
The affordability index measures the relationship between median family
income and median housing prices financed at the prevailing mortgage
interest rate for 30 years. When the index is less than 100, it may be
said that the median family income is insufficient to qualify for the
mortgage loan needed to purchase the median price home. When the index is
above 100. the same median income family is more than able to qualify for
the loan nece~sary to purchase a median priced home.
When the index is above 100, a combination of low interest rates, and/or
high family incomes encourages family home purchases. For the first
quarter of 1987 the statewide affordability index was 123.3. An error in
our estimation procedures for 1986 resulted in an overstatement of 9.7% in
the affordability figures for that year. The table below reflects a
comparison of the first quarter 1987 affordability index relative to the
corrected figures for 1986 and 1985.
Affordability Index
1st Quarter
1987

1st Quarter
1986

1st Quarter
1989

%Change
1985-87

Median Price Home

$ 77,350

$ 75,676

$ 72,336

+

6.9%

Down Payment (20%)

$ 15,470

$ 15,135

$ 14,467

+

6 . 9%

Median Family Income

$ 28,808

$ 31,330*

$ 29,281

- 1.6%

Interest Rate
Monthly Payment
Affordability Index

8.75%

10.0%

$ 486.81

$ 531.82

123.3

13.25%

- 40~0%

$ 651.82

- 25.3%

91.8

+ 34 . 3%

122.7*

*Corrected to reflect corrected income estimate for 1986
The driving force in the increase in affordability over the last three
years has been the reduction in interest rates and the connnensurate
decrease in monthly payments. Lower interest rates have more than offset
slight reductions in family income and rising home prices.

Region 1 - Range
First quarter 1987 home sales in Northeastern Minnesota were up 33.8% over
the same period in 1986. Compared to 1985 sales, the first quarter of 1987
was greater by 80.4%. Wann weather, lower interest rates, and recovering
economy stimulated -sales of existing homes in the Range Region early this
year.
The median price of homes sold was $38,087, up from $36,341 and $33,795 in
1986 and 1985 respectively. The first quarter median price represents an
increase of 4.8% over 1986 and 12.7% over 1985 prices.
The median time on the market of homes sold in the first quarter is 136.2
days. Due to a recent computational change, this number is not directly
comparable to prior years figures. However, the number of homes which took
more than 120 days to sell fell from 73.1% of all sales in the first
quarter in 1986 to 67.5% in the first quarter of 1987.
The Northeastern section of Minnesota still has a large supply of unsold
homes. The current inventory of unsold homes, - at present sales levels,
represents 30.3 months supply of homes. This represents a significant
decrease in unsold homes from the 61.5 months supply of 1985 and the 43.5
months supply at the end of the first quarter of 1986, decreases of 29.3%
and 30.3% respectively.
Cash purchases (23.8%) and contracts-for-deed (20.8%) constitute the two
largest sources of home financing in the Range Region. This is evidence
that although sales have improv~, it is still a buyer's market in
Northeastern Minnesota. Other forms of financing include FHA (20.3%),
Conventional (17.8%), Assumptions (8.4%). VA (3.5%), and other (5.4%). FHA
and Conventional financed purchases total 38.1% of all purchases, up from a
total of 29.8% of sales in the first quarter of 1986.
The affordability index in Northeastern Minnesota remains abnonnally high
due to depressed home prices. The median income of $23,633 in this region
is more than sufficient to purchase the median priced home of $38,087. The
problem for many, however, is that they are unemployed.
It is interesting to note that as the economy has improved, the proportion
of four bedroom or larger homes purchased has increased significantly.
In 1985 and 1986, four plus bedroom homes represented 12.5 and 11.3% of
total sales. During the first quarter of 1985 larger homes accounted for
23.3% of the market.

RANGE REGION

1st Quarter 1987
Median Price By Home Size (# of Bedrooms)

$59,999

4 or more (23.3%)
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2- or fewer
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Region 2 - Lakes
The Lakes Region participated. in the strong first quarter home sales along
with the rest of Minnesota. The number of existing homes sold in the first
quarter was up 20.2% from the first quarter of 1986, and up 19~ over the
same period of 1985.
The _median price of homes sold was $42,777, up 6.9% from the median price
in the first quarter of 1986. This price represents a decrease of 1.1%
from the first quarter of 1985. In addition, prices in the Lakes Reg~on
fell from the fourth quarter of 1986 by 9.0%. Unit sales have risen as
average prices declined..
Median time on ithe market for homes sold in the first quarter of 1987 was
126.0 days. This number is virtually unchanged from 124.5 days in 1986 and
124.0 days in 1985. Sales of listings over 120 days represented 55.1% of
all sales.
The supply of homes for sale, as measured by the housing inventory index,
declined. to a •31. 9 months supply, down from 36. 5 months and 37. 3 months for
the years 1986 and 1985 respectively. Marketing time is long in a market
dominated by the sales of seasonal-recreational property. As sales
activity picks up_ in the summer months the supply of homes relative to the
supply may be expected. to decline.
Contracts-for-deed. continue to represent the single most important fonn of
home financing accounting for 23.5% of all homes sold in the first quarter.
Cash purchases at 21.0% were the second most frequent type of financing,
fallowed by Conventional ( 18. 5%) , FHA ( 16. 0%) , and asstm1ptions ( 6. 7%) . The
use of Conventional financing declined. by 3.6% and the use of FHA financing
increased by 13.5% from the first quarter of 1986.
The affordability index in the Lakes Region ended the first quarter of 1987
at a solid 140.6. This means that the median family income is 140.6% of
the amount necessary to qualify for a loan of 80% of the median priced
property at the mortgage interest rates available during the first quarter.
In addition, the numerous recreational property sales, many of which take
place at below-market contract-for-deed or asslUilable interest rates, most
likely cause the affordability index to understate the true affordability
of homes in this area.

LAKES REGION
1st Quarter 1987
Median Price By Home Size(# of Sed rooms)
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$29,999

$44,999
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Region 3 - Twin City & Suburban
The resale of existing single family homes inc~eased to 9602 tn1its in
the first quart~r of 1987, a gain of 17.2% relative -to the same quarter one
year earlier. When compared to the 'first quarter of 1985, sales in the
first three months of 1987 were 57.3% greater. · Continued low interest
rates and an unusually mild winter brought buyers in the Twin Cities Region
out early and in substantial numbers. ·
·
The median price for homes sold in the Twin Cities was $79,296, up from
$76,387 in 1986 and $74,275 in 1985. The overall median price increased by
3.8% from 1986 1and by 6.8% since 1985. Four bedroom and large~ homes
increased 2.0% in price since 1986, 3 bedroom homes were up 4.1%, and 2 or
fewer bedroom homes increased in price by 1.5%.
In the first quarter of this year the median time on the market for homes
sold was 44.8 days. In the first quarter of 1985 the comparable figure was
67.9 days, one year ago it was 47.8 days, and in the most recent fourth
quarter, the time on the ma.Fket statistic was 56.4 days. Increasing unit
sales and a reduction in time on the market all point to .,a very good first
qt1a:rter for home -sales in the Twin Cities area.
The unsold housing inventory index represents a 5.2 months supply of unsold
homes based on quarter-end listings and the first quarter pace in sales.
This is down from 6.1 months in the first quarter of 1986 and down from 8.6
months for the comparable period in 1985.
FHA insured (47.4%), Conventional (19.8%), and VA (8.1%) mortgages tend to
dominate the financing of homes in the Twin Cities market. For comparable
first quarters in 1987 these types of mortgages accounted for 75.3% of all
home financing versus 78.9% in 1986 an4 57.9% in 1985. For the first
quarter, contracts-for-deed, assumptions, and cash purchases were 18.6% of
home .financing.
The affordability index at the end of the first quarter of 1987 was 129.4.
The median family income was 129.4% of the ammmt needed to finance a
mortgage loan of 80% of the median priced home· at interest rates which prevailed during the first quarter.

TWIN CITIES & SUBURBAN REG IO N
1st Quarter 1987
Median Price By Home Size(# of Bedrooms)
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Region 4 - Southeastern
The first quarter
the same period of
quarter of 1986 by
median time on the

unit sales in the Southeastern Region fell by 4.3% from
one year ago. Sales were up, however, from the fourth
15.1%, and up 39.4% from first quarter 1985 sales. The
market for the first quarter of 1987 was 83.l days.

The median price of homes sold in this region during the first quarter of
1987 was $60,121. This represents a decrease in price of $704 from the
$60 ,.825 in the first quarter of 1986 and a decrease of $585 from the
$60,706 for the same 1985 period. Overall the first quarter median sales
prices have remained. quite stable in Southeastern ·Minnesota.
The unsold ho~ing inventory index currently stands at 11.9 months supply
of unsold homes, up from 11.3 months in the first quarter of 1986. The
unsold housing index stood at 12.8 months in the fourth quarter of 1986 and
14.l months in the first quarter of 1985. Listings have remained quite
stable in this region, but a slightly slower rate of sales has increased
the relative supply of homes compared to the first quarter one year ago.
F1IA insured mortgage loans comprised 44.4% of the financing market in the
first quarter. This is an increase from the 33.1% share during the same
period one year earlier. FllA (44.4%), Conventional (22.0%), and VA (8.9%)
represent 75.3% of the market for mortgage loans in this region.
Contracts-for-deed, assumptions, and cash together accounted for only 15.6%
of the home loans in the firs~ quarter of 1987.
The affordability index was 139.4 in the Southeastern Region at the end of
the first quarter. This is an increase over the first quarter figure of
135e5 for 1986 and the 1985 first quarter affordability index of 98.0.
Homes have remained affordable in the Southeastern Region during the first
months of 1987.

SOUTHEAST REG ION
1st Quarter 1987
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Region 5 - Central
Sales of existing homes during the first quarter of 1987 increased 35.8%
over the first quarter of last year. This is consistent with gains shown
in other regions of Minnesota.
The median price of homes sold increased 6.8% to $54,337 from the $50,877
recorded one year ago. This, however, is down 5.1% from the fourth quarter
of 1986.
The time on the market increased to 135 days and is virtually unchanged
from the 134.1 ~ys recorded the first quarter of 1986. The unsold housing
inventory index, reduced by a successful 1986, is 27.0 months supply of
homes for sale. This is a decrease of 21.7% from the 34.5 months supply of
homes for sale reported for the first three months of 1986.
Housing costs, relative to income, resulted in a continuing high level of
home affordability. The affordability index for the first quarter of 1987
is 140el.
The use of contracts for deed and mortgage assumptions to finance home
purchases declined. 30.2 and 62.7% respectively from first quarter 1986 to
same period in 1987. Interestingly use of VA guaranteed mortgage loans
declined 18. % during the last 12 months. Cash purchases representing 11. 8%
of all sales increased 25.5% while FHA insured loans increased 44.7% to a
38o2% share of the mortgage market.

•

CENTRAL RES ION

1st Quarter 1987
Median Price by Home Size (# Bedrooms)
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